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1.0 INTRODUCTION

1.1 General Terms and Summary of Corporate Relationships

Mercator Geological Services Limited (Mercator) were retained by First Mining Finance Corp.
(First Mining) in September of 2015 to review the January 2015 Hope Brook gold deposit
mineral resource estimate prepared for Coastal Gold Corp. (Coastal Gold) and to prepare an
updated independent resource estimate in accordance with National Instrument 43-101 (NI 43-
101) and the Canadian Institute of Mining, Metallurgy and Petroleum Definition Standards for
Mineral Resources and Mineral Reserves (CIM Standards). The Hope Brook gold deposit is the
focal point of First Mining’s Hope Brook Gold Project (HBGP).

First Mining is a Canadian junior exploration company with head offices in Vancouver, BC and
is listed on the TSX-Venture Exchange under the trading symbol FF.V, the OTCQB under
trading symbol FFMGF and the Frankfurt exchange under trading symbol FMG.F. The company
acquired 100% of Coastal Gold in July of 2015 by way of a plan of arrangement through which
all issued and outstanding common shares of Coastal Gold were acquired. Coastal Gold is now a
wholly owned subsidiary of First Mining and details of the acquisition appear in public

disclosures by First Mining dated May 12, June 30, July 6 and July 8, 2015.

Coastal Gold previously changed its name from Castillian Resources Corp. (Castillian) in June of
2013, at which time the company acquired all of the issued and outstanding shares of Ridgemont
Iron Ore Corp. (Ridgemont). Details of this acquisition were summarized in public disclosures

by Coastal Gold and Ridgemont dated May 3, 2013, May 29, 2013 and June 25, 2013.

The company name “Coastal Gold Corp.” and its abbreviation “Coastal Gold” have been used
throughout this report in reference to exploration programs and reporting. Coastal Gold has
explored the Hope Brook property since its acquisition in 2010 and produced four mineral
resource estimates in accordance with NI 43-101 for associated bedrock gold mineralization.
One of the previous mineral resource estimation projects (Desautels et al, 2014) also includes a

mineral resource estimate for tailings deposits present on the property.
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Under terms of engagement with First Mining, Mercator was tasked with review of the January
12", 2015 resource estimate completed for Coastal Gold by Mercator and completion of an
updated NI43-101 resource statement and technical report for the Hope Brook property.
Mercator subsequently determined that no new work relevant to mineral resource estimation had
been completed on the property since preparation of the January 12", 2015 resource estimate and
that the property status, geological and environmental conditions have remained as outlined in

the Coastal Gold technical report filed on SEDAR in January of 2015.

The assigned responsibility for deposit modeling and resource estimation, validation of project
databases and preparation of the required mineral resource technical report were defined in the
terms of original engagement established through discussions held in September of 2014 by
representatives of Mercator and Dr. William Pearson, P. Geo., then President and CEO of

Coastal Gold.

1.2 Qualified Person Responsibilities

Table 1.1 presents Qualified Person (QP) responsibilities with respect to content of this report.
Although not acting as a QP, Mr. Matthew Harrington, Senior Resource Geologist at Mercator
carried out the deposit modeling program described in this report under direct supervision of QP
Michael Cullen, P. Geo. Mercator professional and support staff provided internal review and

support functions.

Table 1.1: Qualified Person Responsibilities for Report Sections

Responsible - c
Person - QP Company Area of Responsibility Relevant Sections
e  Site visits October 2 to 4, 2013;
December 13 and 14, 2012;
August 27 to 31, 2012; September
Michael 19 t0 29, 2011; May 6, 2010

Cullen Mercator e Supervision of database validation, | A|j sections
P. Geo. historic exploration compilation,
geological interpretation revisions,
deposit modelling, mineral
resource estimation program and
report preparation
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1.3 Scope of Project

The bedrock mineral resource estimate presented in this report is based on validated results of
689 diamond drill holes totalling 141,863 m of historic and recent drilling, including 139 surface
diamond drill holes totalling 39,250 m completed by Coastal Gold since September 2010 and re-
sampling of 13 historic holes totalling 2,943 m by Coastal Gold since 2010. Coastal Gold
provided complete digital and, where appropriate, hard copy records of all exploration completed
on the property during this period. Historic aspects of property exploration and mining history
were assembled through review of hard copy and digital records of historic data either provided
by the companies or available through the Newfoundland and Labrador Department of Natural
Resources (NLDNR). This included review of archived drill core at the NLDNR facility at
Pasadena, plus review of assessment reports, drill logs, drill plans, assay records and laboratory
records for historic exploration and mining programs carried out in the area that are publically
available in hard copy or digital format. Additional information was acquired through published
research and archived government files that pertain to the area, plus various other non-catalogued
digital files, hard copy maps, plans and reports available from the NLDNR. Many non-
catalogued hard copy documents were digitally scanned by Coastal Gold for project use and
related image files were made available for project purposes. Much of the compiled historic
information was originally summarized in a NI 43-101 property technical report prepared by

Mercator for Coastal Gold (Cullen, 2010).

No new work was completed on the Hope brook property by First Mining for the purposes of
this report. Additionally, Mercator is not aware of any new work carried out on the property by
Coastal Gold, since disclosure of the previous resource estimate in January of 2015 that would be

pertinent to resource estimation activities.

1.4 Site Visits by Author

Brief summaries of author site visits are itemized below:

e The author visited the property most recently between October 2™ and 4™, 2013, at which

time core logging, core sampling and database management procedures were reviewed.
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Selected drill collar locations for the late 2012 and 2013 drilling program by Coastal
Gold were checked using a hand held GPS unit and a quarter core check sampling
program was carried out. Field procedures, logging and sampling aspects of the
Vibracore tailings drilling program carried out by FracFlow Consultants Inc. were also
reviewed during the 2013 site and a half core check sample program was completed.
Earlier site visits by author Cullen were carried out in May of 2010, September of 2011,
August of 2012 and December of 2012.

e The author is an independent Qualified Person, as defined under N143-101. No new work
pertinent to resource estimation programs has been completed on the property since the
January, 2015 technical report prepared in accordance with NI 43-101 and it was
therefore determined that no new site visit would be undertaken for the purposes of this

report.
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1.5 Abbreviations Used in this Report

Table 1.2 presents abbreviations and conversion factors that have been used in this report. All

currency references in this report reflect Canadian funds, unless otherwise indicated.

Table 1.2: Listing Of Abbreviations and Conversions

AGP AGP Mining Consultants Inc.

BP BP Canada Limited and subsidiaries
Canadian Cdn

Castillian Castillian Resources Corp.

Coastal Gold Coastal Gold Corp.

CSA Canadian Securities Administrators
E;;S;nz/grggfp, First Mining

HBGP Hope Brook Gold Project

Mercator Mercator Geological Services Limited

NI43-101 Canadian Securities Regulators National Instrument 43-101

NLDNR Newfoundland and Labrador Department of Natural Resources

ROM Royal Oak Mines Inc. and subsidiaries

C Celsius

cm centimetre Ag Silver

g gram (0.03215 troy 0z) Au Gold

ha hectare As Arsenic
kg kilogram Ba Barium
km kilometer Cu Copper

1b pound Fe Iron

m meter K Potassium
mil millions Mn Manganese
mm millimeter Na Sodium
0z troy ounce (31.04 g) O Oxygen
Oz/T to g/t loz/T =34.28 g/t Sb Antimony
T ton (2000 1b or 907.2 kg) Si Silica

t tonne (1000 kg or 2,204.6 1b) Zn Zinc
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2.0 RELIANCE ON OTHER EXPERTS

Mercator has relied upon First Mining for confirmation of mineral exploration title status, details
of the option and royalty agreement, an opinion on site environmental liabilities, and details of
required operating and exploration permits. This includes an expert title opinion from law firm
Stewart McKelvey that was used in the preparation of section 3.0 of this report. This information
was supplied through written communication from Stewart McKelvey and verbal communication
with Dr. Chris Osterman, CEO and Director of First Mining. Mercator has extensively cited the
recent NI43-101 technical reports by Mercator (Cullen, 2015) and by AGP Mining Consultants
Inc. (AGP - Desautels et al., 2014) in this report and is a co-author of the AGP report. AGP also
completed two earlier resource estimates for the Hope Brook deposit and Mercator co-authored
each of the associated NI43-101 technical reports. Mercator has reviewed all previous resource
estimate technical reports in detail and takes responsibility, where necessary, for all specifically

cited information from these reports.
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3.0 PROPERTY DESCRIPTION AND LOCATION

3.1 Exploration Licences and Claims

The HBGP is located on the southwest coast of the island of Newfoundland, in the province of
Newfoundland and Labrador, Canada. At the effective date of this report it was comprised of a
core holding of 993 contiguous exploration claims acquired through map staking and issued in
2003 and 2008. This main property covers 24,825 ha of surface area and measures approximately
32 km by 12 km in maximum east-west and north-south dimensions, respectively. Constituent
claims are held under 7 separate Licenses (Table 3.1) and the property is approximately centered
on the past-producing Hope Brook gold mine, located at Latitude 47.738° north and Longitude
58.095° west (Figures 3.1 and 3.2). Coastal Gold also held at the effective date 63 claims (1575
ha) in the Peter Snout area, approximately 25 km northeast of the Hope Brook deposit and 10
claims (250 ha) in the Cross Gulch area, approximately 6 km north of the deposit (Table 3.1).
These were staked in late 2013 and early 2015, respectively, to cover areas of exploration

potential defined through review of government assessment reporting records.

First Mining advised Mercator that it currently holds a 100% interest in all exploration titles
listed in Table 3.1 as a result of its acquisition of Coastal Gold. Coastal Gold previously
disclosed by press release dated November 1, 2012 that it had earned a 100% interest in 993
claims of the original HBGP property by fulfilling requirements of an option to purchase
agreement with the vendors dated January 25th, 2010. These 993 claims remain subject to a 2%
Net Smelter Royalty (NSR) to which a partial buyback option applies. Details of this agreement
were previously disclosed by Coastal Gold and are summarized in report section 3.4 below.
Claims of the main HBGP property were regrouped to their present configuration depicted in
Figure 3.2 after filing of the company’s 2014 assessment work. This resulted in issuance of
several new licence numbers that appear in Figure 3.2 but do not appear in any earlier technical

report.

The mineral resource estimation program described in this report only pertains to Licence

01130M.
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Table 3.1: Summary Of Exploration Holdings at September 12™ 2015

Licence ggim(;f Property Held By i)s:ltlee ﬁ;ltleewal/Explry
010734M | 7 Hope Brook | Coastal Gold Corp. | 28-Mar-03 | 28-Mar-18
010735M | 8 Hope Brook [ Coastal Gold Corp. | 28-Mar-03 | 28-Mar-18
011130M | 16 Hope Brook | Coastal Gold Corp. | 10-Apr-03 | 10-Apr-18
020452M | 256 Hope Brook | Coastal Gold Corp. | 07-Jan-03 07-Jan-18
022929M | 194 Hope Brook [ Coastal Gold Corp. | 24-Jan-08 24-Jan-18
022928M | 256 Hope Brook | Coastal Gold Corp. | 24-Jan-08 08-Feb-18
022927M | 256 Hope Brook [ Coastal Gold Corp. | 24-Jan-08 08-Feb-18
Subtotal | 993

021733M | 63 Peter Snout | Coastal Gold Corp. | 19-Dec-13 | 19-Dec-18
Subtotal | 63

022779M | 10 Cross Gulch | Coastal Gold Corp. | 12-Jan-15 12-Jan-2020
Subtotal | 10

Total 1066

Coastal Gold previously advised that the company is duly registered as an extra-provincial
corporation with the Registry of Companies for Newfoundland and Labrador, is authorized to
carry on undertakings in the Province of Newfoundland and Labrador, and is in good standing in
its filings with the Registry of Companies for Newfoundland and Labrador. This was confirmed
by the law firm Stewart McKelvey in an opinion dated July 7, 2015, a copy of which appears in
Appendix 1.

Stewart McKelvey also provided an opinion dated July 7, 2015 with respect to all mineral titles
listed in Table 3.1. This states that all exploration titles were registered to Coastal Gold and in
good standing at the date of review. As noted above, a copy of the Stewart McKelvey opinion is

included in Appendix 1.

Mercator has reviewed the opinions and information provided by Coastal Gold with respect to
validity and currency of mineral exploration titles presented in Table 3.1 and has relied upon
these opinions for purposes of current reporting. Mercator also independently reviewed these

titles through the on-line exploration title management system maintained by the province of
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Newfoundland and Labrador and noted consistency with the information provided by Coastal

Gold.

3.2 Mineral Tenure System in Newfoundland and Labrador

Mineral exploration claims in Newfoundland and Labrador are issued under the province’s
Mineral Act (the Act) as Amended in 1991 ¢36 s74; 1992 cF-7.1 s20; 1992 c41; 1994 c14; 1995
cl1; 1995 c12; 1997 c13 s44; 1998 c14; 1999 cM-15.1 s25; 2000 c10; 2002 cW-4.01 s101; 2004
cl17; 2004 cL-3.1 s48. Any individual 19 years of age or more and registered with the provincial
mineral claims on-line staking system, or a comparably registered corporation, can acquire
mineral exploration claims in the province. Exploration licences are issued for a period of five
years and can be renewed through application, payment of prescribed renewal fees and

demonstration that required yearly assessment work has been performed.

Claim staking at this time is through the province’s Mineral Rights Administration - MIRIAD -
System, which is an on-line pass-worded system for registered users. Map staking covers all
areas deemed open for staking at the time of title application. Restrictions exist in some areas
where leases, grants or other legally binding instruments vest mineral rights with non-Crown
entities. Such areas generally reflect land grants, concessions or other historic facilities and since

July 12, 1977 many of these have been subject to legislation that limits their future continuance.

The current basic unit of exploration title accessible through the on-line system is the “claim”
which measures 500 m by 500 m in size (25 ha) and represents one quarter of a one kilometer
square Universal Transverse Mercator grid block, based on 1:50,000 scale reference maps using
North American Datum 27 (NAD 27). Submission of a staking fee consisting of $60 per claim is
required at the time of licence application and this fee reflects a $10 charge for staking combined
with a $50 security deposit. Annual work requirements for each claim are set out under the Act
and these are presented in Table 3.2 below. Upon acceptance of submitted work reports at the
end of the first year of issue, the $50 security deposit is refunded to the licensee. Various detailed
provisions covering termination, renewal, and other issues surrounding exploration title are
covered by the Act and associated Regulations, copies of which are available on-line and through

provincial government offices.
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Table 3.2: Claim Renewal Fees And Work Requirements

Year of Issue Required Work Value Renewal Fee Required
1 $200 per claim $25 per claim for Year 5
2 $250 per claim $50 per claim for year 10
3 $300 per claim $100 per year for year 15
4 $350 per claim

5 $400 per claim

6 through 10 $600 per claim

11 through 15 $900 per claim

16 through 20 $1,200 per claim

Written notice of initiation of exploration programs on licences must be submitted to the
government prior to commencement of the exploration work and development work leading to
mine production can only proceed under terms of a Mining Lease issued by the provincial
government under terms of the Act. Legal surveying is required for any lands held under Mining
Lease and the Act specifies Royalties on mine production that are payable to the provincial

government.

3.3 Permits Required For Recommended Future Exploration

To carry out surface exploration programs recommended in this report First Mining requires
permits to access Crown lands for intrusive mineral exploration activities such as core drilling
and trenching and also for access to surface sites at which camp facilities are present. Additional
permitting is required in instances where proposed intrusive work such as drilling, trenching or
road making is planned to occur within 200 m of a recognized salmon stream or for such work as

tailings deposit sampling programs.

In January of 2015 Coastal Gold’s then President and CEO, Dr. William Pearson, P. Geo.,
confirmed that under terms of Exploration Permit E1140025 and Exploration Permit E140031,
issued by the government of Newfoundland and Labrador, approval for bedrock core drilling and

vibracore tailings drilling programs as well as geochemical and geophysical surveys, was in
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place at the effective date of this report. He also advised that the License to Occupy for the Hope
Brook exploration camp was being reviewed by government at the effective date, with timely
issuance expected. The Exploration Permits were current until April 15th, 2015 and June 17th,
2015, respectively, and Coastal Gold advised that applications had been filed for permits to cover
the remainder of 2015. It is anticipated that the latter, plus new Permits for 2016, will be required
if First Mining choses to initiate in 2015 or 2016 certain site-based aspects of the Phase I or
Phase II work programs recommended in this report,. Coastal Gold has further advised that no
substantive difficulties have been encountered to date with respect to procurement of required
Exploration Permits and camp occupancy permissions and anticipates that this will continue to

be the case. .

3.4 Royalty Interest Arising From Option to Purchase Agreement

Coastal Gold acquired an option to purchase a 100% interest in the original 993 constituent
claims of the HBGP over a four year period under terms of an agreement with Roland Quinlan,
Mervin Quinlan and Eddie Quinlan dated January 22, 2010. Key terms of agreement were
previously disclosed by Coastal Gold. Coastal Gold disclosed by press release on November 1%,
2012 that it had exercised its option to purchase a 100% interest in the 993 claims that were
subject to the option to purchase agreement noted above. In 2012, Dr. William Pearson, then
President and CEO of Coastal Gold, confirmed that the option to purchase the original 993
claims was exercised on October 27", 2012 and that all cash payments and issuances of stock to

the vendors required by the effective date of this report had been made.

After purchase of the 100% interest by Coastal Gold, a 2% net smelter return royalty payable to
the vendors applies under terms of a royalty pre-payment schedule of $20,000 per year that
initiates after year four of the agreement. All royalty pre-payment funds provided under the
agreement are to be accounted for against future production. Coastal Gold retained a right
during the term of the agreement to purchase one half of the 2% NSR royalty from the vendors
for $1,000,000.
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Mercator has relied upon Costal Gold for all aspects of Option to Purchase Agreement details
and disclosure. Coastal Gold has also advised that all payments related to the option and royalty

agreements described above have been made in accordance with terms of that agreement.

3.5 Environmental Liabilities

The Hope Brook mine production period spanned the 1987-1997 period and was preceded by
exploration and development programs carried out between 1983 and 1987. During the course of
these activities substantial modifications to natural landscapes were made to accommodate site
infrastructure required to support mining and milling activities. Included in such modifications
were construction of open pit and underground mining facilities, milling facilities, heap leach
pads, a site road system, a docking facility at Couteau Bay, an airstrip, and establishment of
tailings pond, solid waste management and site drainage control facilities. All of this was carried
out under terms of required environmental and other approvals of the day. Public records show
that during the course of mining and milling activities BP encountered difficulty at times in
maintaining acceptable metal and cyanide levels in site discharges which periodically impacted
local receiving watersheds. Royal Oak subsequently modified processing methods and facilities

to negate this problem and continued operation until closure in 1997.

Due to financial difficulties that led to bankruptcy of Royal Oak in April of 1999, environmental
reclamation of the Hope Brook site was not completed by that company. After being awarded
ownership of the site and remaining infrastructure, the Newfoundland government initiated a
major reclamation effort with work programs spanning the period 2001 to 2004. Site programs
included environmental assessment and monitoring, removal of remaining site infrastructure,
upgrading of tailings dams and other water control structures, placement of acid generating waste
rock and remaining heap leach pad materials in the water-filled open pit, clean up and capping of
landfill sites, decommissioning of hydro and communication services, installation of fencing
around the open pit, and establishment of on-going watershed and tailings dam structural

monitoring programs.
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Dr. William Pearson, when President and CEO of Coastal Gold, confirmed that the
Newfoundland and Labrador government had provided assurance that Coastal Gold’s site
liability during exploration programs carried out in this area will be limited to impacts of those
exploration activities and that these will be appropriately addressed under terms of permits
normally required for completion of exploration activities. The company has carried out site
exploration to date under this assurance and has made efforts to comply with all permit terms and

to carry out work programs in a manner that minimizes potential site impacts.

As part of the 2011 work program, Fracflow Consultants Inc. (FracFlow) of St. John’s NL was
retained to carry out a screening level assessment of baseline environmental conditions at the
Hope Brook site. Results of this study showed that a number of chemical impacts that are
residual to the former mining operation are present locally. These include elevated metal levels
in soil, sediment and water as well as elevated petroleum hydrocarbon levels in soil. The most
significant liabilities were deemed to be associated with subsurface conditions where impairment
to both soil and groundwater had occurred around existing landfill sites, the heap leach pad, and

within the underground mine workings.

All of these conditions pre-date Coastal Gold site activities and the company is excluded from
associated liability. However, if a new mining venture is established at this site it will be
necessary to fully quantify the potential impacts of such conditions on site development, mining
and site decommissioning and reclamation plans for the new operation. All such issues would be

dealt with under the mine permitting and associated environmental approval processes.

In addition to programs described above, FracFlow carried out a baseline surface water
monitoring program for the two tailings pond systems and also completed systematic water
sampling during the 2013 vibracore drilling program conducted to assess economic potential of
gold and copper occurring in the tailings deposits. Details of this program appear in report
section 9.0 and the program is considered to have had no discernible effect on the surface water

system.
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3.6 Availability of Land for Potential Future Site Development

This is a brownfields site owned by the province of Newfoundland and Labrador. In Mercator’s
opinion, sufficient undeveloped land is present in this area to support a future underground
mining operation of the type considered potentially applicable during development of the current
resource estimate model. However, no agreements to secure such land access for future
development purposes have been established to date by either Coastal Gold or First Mining.
There are no other significant factors that Mercator is aware of that would impede potential

future land access.

3.7 Reliance on Coastal Gold

Mercator has relied upon Costal Gold for all aspects of the Environmental Liabilities section of

this technical report.
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4.0 ACCESSIBILITY, CLIMATE, LOCAL RESOURCES, INFRASTRUCTURE AND
PHYSIOGRAPHY

4.1 Accessibility, Local Resources and Infrastructure

The HBGP is located approximately 85 km by water east of the community of Port aux Basques
(4,170 population - 2011 census) and is not accessible by any form of highway transportation at
this time. Port aux Basques is the year-round terminus for the Marine Atlantic ferry service
connecting the island of Newfoundland with mainland Canada at North Sydney, Nova Scotia and
was used as the marine service center for Hope Brook mine operations (Figure 4.1). The coastal
community of Burgeo, located 50 km east of the mine site, has a population of 1,607 (2006
Census) and has access to the Trans-Canada Highway system via the Burgeo Road (Highway
480) that extends north and northwest from the community for a distance of 140 km to its
junction with Highway 105 near Stephenville Crossing. The coastal outport community of Grand
Bruit is located approximately 12 km southwest of the mine site but at the report date was no
longer classed as a permanent settlement. The closest permanently populated outport community
is La Poile (103 population - 2011 census), which is located on La Poile Bay, approximately 20
km west of the Hope Brook mine site. This community receives year-round Marine Atlantic

coastal boat service from Port aux Basques.

Direct site access to the HBGP can be gained by chartered boat from either the Burgeo or Port
aux Basques areas and could also be gained through small boat charter from La Poile, after travel
to that community on the coastal service vessel. The most efficient means of current access to the
property is by charter fixed wing aircraft or helicopter from commercial bases in the Deer Lake-

Pasadena area, approximately 120 km to the north.

Various valuable site infrastructure features currently exist on the HBGP property, primarily in
the form of facilities originally established to support mining activities that were not removed
during site reclamation programs carried out by the provincial government. Prominent among
these are: (1) access to the provincial electrical grid through the existing transmission line, (2)
access to the provincial telephone land line communications system through lines originally

installed to service the mine plus through lines originally installed to service the mine plus the
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communities of La Poile and Grand Bruit, (3) access to the roll-on and roll-off docking facility
at nearby Couteau Bay, which has greater than 5 m of water depth alongside and appeared to be
in good condition at the time of the original 2010 site visit and also during the most recent (2013)
site visit by Mercator staff (Figure 4.2), (4) access to the 4000 ft (~1220 m) gravel airstrip near
Couteau Bay that was also found to be in good condition at the site visit times noted above
(Figure 4.3), (5) intact site roads over much of the area of past mining, including areas of current
exploration interest (Figure 4.4), (6) intact tailings and polishing pond facilities with associated
water control structures (Figure 4.5), and (7) a potentially accessible decline/ramp system that
accesses the Hope Brook gold deposit to the 4800 m mine elevation level, approximately 350 m

below surface.

On the broader geographic front, the communities of Corner Brook (20,083 population - 2006
census), Deer Lake (4,995 population - 2011 census) Pasadena (2,636 population — 2011 census)
and Stephenville (6,615 population - 2011 census) in western Newfoundland combine to provide
a wide range of services and logistical support capabilities. These include daily scheduled flights
by national air carriers from Deer Lake to transportation centers such as Halifax, NS, Toronto,
ON and St. John’s NL, as well as regional carrier service to smaller centers such as Goose Bay
and Gander NL. Charter fixed wing aircraft and helicopter services are available through local
flight bases in Pasadena and Deer Lake and the Trans-Canada Highway (Highway 105) connects
these communities with the rest of Canada via the Marine Atlantic ferry service between Port

aux Basques NL and North Sydney, NS.
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Figure 4.2: View of docking facility at Couteau Bay
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Figure 4.4: Site roads available for use during exploration programs
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4.2 Climate and Physiography

4.2.1 Climate

The climate of southwestern coastal Newfoundland is strongly affected by proximity of the
Atlantic Ocean, which exerts a moderating effect with respect to temperature extremes.
However, dramatic seasonal variations occur, with winter conditions of freezing temperatures
and moderate to heavy snowfall expected from late December through late March. Spring and
fall seasons are cool, with frequent periods of rain and frequent heavy fog. Summer conditions
typically prevail from July through early September and provide good working conditions for
field parties. Environment Canada records for the 1971 to 2000 period for Burgeo, located on the
coast approximately 50 km east of the Hope Brook mine site, show daily mean temperatures in
August of 14.7 degrees C and an average maximum August daily temperature of 18.1 degrees C.
Average daily winter maximum temperature in February is -2.6 degrees C and the corresponding
average minimum is -10.4 degrees C. The extreme winter minimum is -25.9 degrees C. Average
yearly precipitation totals 1708.6 mm which includes 276.7 cm of snowfall. Weather and site
conditions during the spring breakup period can prevent some exploration activities from being
carried out due to high water levels and remnant snow cover. Scheduling of field activities to
avoid this period is advisable. Winter programs can be carried out with adequate consideration
given to noted snowfall and cold temperature conditions as well as potentially high wind

conditions that generally accompany storm events.

4.2.2 Physiography

Topography of the HBGP defines two distinct physiographic elevation domains that correspond
to differing underlying bedrock types. The first is characterised by a gently rolling land surface
having predominantly tundra attributes that rises from sea level to an elevation of approximately
150 m above sea level. This area is generally underlain by rocks of the late Proterozoic stratified
volcano-sedimentary sequences of the Whittle Hill Sandstone — Third Pond Tuff succession plus
Lower Paleozoic and younger igneous intrusions. The second topographic domain rises abruptly
from the first and broadly corresponds with transition to areas underlain by Silurian rocks of the

La Poile Group. This abrupt physiographic transition is well-illustrated in the Cinq Cerf River
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area, where Silurian rocks of the La Poile Group forming Dinnerbox Hill, west of the Hope
Brook mine site, rise abruptly above older sequences that outcrop extensively in the river valley
bottom (Figure 4.6). Topographic relief across the property ranges from sea level to a maximum

of approximately 400 m with a gradual increase in elevation occurring from south to north across

the property.

Figure 4.6: Topographic break between Silurian and older sequences at Dinnerbox Hill

Areas underlain by the large Silurian and Devonian intrusive complexes, such as those located
southeast of the Hope Brook mine site, form rounded topographic highs with morphology
reflecting well developed orthogonal jointing patterns. The Hope Brook mine area and the
associated alteration zone adjoin the Cinq Cerf valley to the east and show elongate, well defined
northeast trending ridges of 5 m to 15 m height that correspond with resistant bedrock lithologies
such as silicified Whittle Hill Sandstone, porphyry dikes and other lithologies. Intervening

topographic lows often mark zones of less resistant altered bedrock.

Barren land or tundra conditions characterize much of the HBGP, with irregularly developed
coniferous forest cover consisting primarily of black spruce and fir being discontinuously present

in river valley bottom areas and along protected side valleys or slopes (Figure 4.7). Substantial
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areas of boggy ground with associated peat development are also present, as are areas of stunted
low growth tuckamore. Barren land expanses are characterised by lichen and moss cover
interspersed with grasses and low bushes of various types. Outcropping bedrock is extensively

developed in many areas, particularly at higher elevations and in barren land settings, and this

Figure 4.7: Tundra and forested river valley settings in Hope Brook area

facilitates prospecting and geological mapping activities. Well-developed soil profiles are
present along valleys and where glacial overburden is comprised of thicker till sections, but

limited development of only organic layers is also common.

The entire HBGP area has been glaciated and most low relief areas are now mantled with a thin
to moderately thick layer of till and/or glacial fluvial deposits In contrast, upland areas are
characterized by abundance of angular bedrock outcroppings, including steep cliff and slope
exposures that locally account for more than 80 percent of surface area. Relatively youthful
drainage systems characterize the region, with first order north-south river valleys showing high
gradient transitions to surrounding uplands through short second and third order stream systems.
Low relief areas in both upland and lowland settings are generally characterised by abundance of

small lakes and ponds with poorly developed, if any, interconnecting drainage systems. Glacial
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modification of bedrock ridges and outcroppings is commonly evident through ridge

morphology, rounding, polishing and presence of well-developed striation sets.

4.2.3 Availability of Surface Rights, Power, Water and Personnel

All areas covered by the mineral resource estimate presented in this report occur on lands owned
by the province of Newfoundland and Labrador and access to lands sufficient to support past
mining operations was established under terms of agreement with the provincial government.
Development of any future mining operation at this site would be expected to follow the same
course, subject to possible local restrictions established on the basis of environmental permitting
factors relevant to watershed issues, wildlife, historic contamination or other issues related to the
1987-1997 operating period. The deposit area is non-populated at present and is surrounded by
an abundance of cleared and levelled site components that would favorably contribute to future
development. Mercator is of the opinion that, based on the previous history of this site, access to
government lands for the purpose of future mine development should reasonably be expected
through negotiation with government. At the present time, it is Mercator’s understanding that
neither First Mining nor Coastal Gold owns any surface rights in the project area and neither has

entered into negotiations with government to obtain such rights.

In addition, and as outlined previously, access to the provincial electrical grid is available at the
Hope Brook site and will greatly benefit any future mining project. The current Coastal Gold
exploration camp is connected to the electrical grid. Similarly, the abundance of surface water
resources at the site is a positive factor for future development, as is the presence of a tidewater
wharf facility, site road infrastructure, an operational airstrip, accessible mine workings and

established tailings pond facilities with remaining capacity and water control structures.

Work forces in western Newfoundland have historic association with the natural resources sector
through long-term presence of pulp and paper making, lumbering, fishing and mining industries.
Much of the workforce employed during mining operations at the Hope Brook site was sourced
in this area and it is reasonable to assume that a future new development at the Hope Brook site

could benefit from the regional workforce pool.
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5.0 HISTORY

5.1 Introduction

Documentation of HBGP area’s history of exploration and mining spans the period between
1923 and the present day, but modern programs directed toward assessment of gold potential and
related mining have only occurred since discovery of the Hope Brook gold deposit in 1983. With
this in mind, the exploration and mining history of the HBGP was previously described for
technical report purposes by Cullen (2010) and Desautels et al. (2012a, 2012b and 2014) using
the same two stage approach and content, with the first stage consisting of a synoptic summary
of exploration and mining activities. The summary illustrates the broad flow of exploration and
mining events but does not include detailed presentation of specific program results. The second
stage consisted of a more detailed and chronologically ordered review of past exploration

programs and associated results.

The summary of exploration and mining work histories that appeared in the 2014 technical report
(Desautels et al., 2014) was prepared by Mercator for that report and is provided below with very
minor modification. The reader is directed to Desautels et al. (2014) for review of more detailed
historic exploration information that was previously disclosed under the more detailed second
stage of reporting referred to above. The single stage summary reporting format was originally

used by Cullen (2015).

5.2  Summary of Exploration and Mining Histories

The large land holding comprising the HBGP has been explored in the past to varying degrees,
with earliest efforts related to discovery of copper and gold in the Chetwynd Prospect area along
Cinq Cerf Brook in 1923. Subsequent exploration in this area was carried out by Burgeo Mines
Ltd., Buchans Mining Co. Ltd., O’Brien Gold Mines Limited, Noranda Exploration Ltd., Rio
Tinto Exploration Ltd. and Hudson Bay Oil and Gas Limited, with primary interest in assessment
of base metal sulphide potential. None of these appears to have systematically assessed gold
potential of the region and no new base metal prospects of substantial economic significance

were identified within the HBGP holding. However, the previously known Strickland zinc-lead-
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copper-barium deposit, located approximately 16 km west of the Hope Brook mine on the east
side of La Poile Bay, and outside of the HGGP, was assessed through core drilling programs, the
most recent being those by a joint venture of Falconbridge Nickel Mines Limited, Great
Yellowknife Mines Limited and United Keno Hill Mines Limited during the 1977-1980 period.
This stratiform deposit is hosted by Silurian volcano-sedimentary sequences of the La Poile
Group’s Carrot Brook Formation and the Main Zone was reported by Prince (1981) to contain
260,000 tonnes grading 5.25% combined Pb plus Zn and 195 g/t Au. These figures apply to a
mineralized lens 300 m long, 2 m thick and extending 150 m down dip. This estimate is historic
in nature, not compliant with NI 43-101, and should not be relied upon. A Qualified Person has
not done sufficient work to classify the estimate as current mineral resources or mineral reserves
and First Mining is not treating the historical estimate as current mineral resources or mineral
reserves. At minimum, database validation, check sampling and drill hole twinning programs
designed, supervised and assessed by a Qualified Person would be needed to provide a basis for
updating of this historic estimate to NI 43-101 standards. Other smaller zones of mineralization

are also present in the immediate area. This deposit does not occur within the exploration area

for which First Mining has current title.

The greatest focus of modern gold exploration efforts in this region began in the Cinq Cerf
Brook area with discovery of the Hope Brook gold deposit in 1983 by the Selco Division of BP.
At that time, BP established a very large exploration holding. This was focused on rocks of the
La Poile Group’s Georges Brook Formation of Chorlton (1978) that extend east-northeasterly
from the Roti Bay area, west of Grand Bruit, for a distance of at least 60 km. Adjoining areas of
intrusive igneous rocks or younger felsic volcanics were initially held and explored by various
other interests such as Dolphin Exploration Ltd., South Coast Ventures Ltd., Long Range
Resources Ltd. and Noranda Exploration Ltd. No major new gold discoveries other than the
Hope Brook deposit were made during this period but several areas of interesting bedrock
alteration were identified and initially assessed for gold potential. Of these, the Old Mans Pond,
Phillips Brook and Cross Gulch areas received the greatest amount of exploration attention and
this resulted in discovery of several new bedrock gold occurrences within or adjacent to the area
now forming the HBGP. In contrast, the Peter Snout area east of the HBGP, where highly altered

rocks hosting small amounts of base metal sulphides had been previously explored by Utah
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Mines Ltd., was assessed in substantial detail by BP but did not result in discovery of significant

bedrock gold occurrences.

Programs of deposit definition drilling, resource estimation, metallurgical assessment and
feasibility assessment were completed for the Hope Brook deposit between 1984 and 1986 and a
production decision was announced in 1986 by BP. That company’s subsidiary, Hope Brook
Gold Inc., subsequently developed and mined the deposit during the period 1987 through 1991.
BP’s production decision appears to have been supported by initial resources of 11.2 million
tonnes grading 4.54 g/t Au above a 2.5 g/t Au cut-off (~1.6 million troy ounces) that were
reported by McKenzie (1986). Yule et al. (1990) additionally reported the same tonnage and gold
grade for the deposit but additionally specified a 0.3% copper parameter. These estimates are
historic in nature, not compliant with NI 43-101 and should not be relied upon. A Qualified
Person has not done sufficient work to classify them as current mineral resources or mineral
reserves and First Mining is not treating the historical estimates as current mineral resources or
mineral reserves. At minimum, database validation, check sampling and drill hole twinning
programs designed, supervised and assessed by a Qualified Person would be needed to provide a
basis for updating of these estimates to NI 43-101 standards. However, this estimate provides
useful information regarding mineralized zone characteristics and on that basis is relevant to

current exploration programs by Coastal Gold.

Mining from both open pit and underground operations was ultimately carried out between 1987
and 1997. Provincial government records document production of 304,732 ounces of gold by BP
during the 1987-1991 period from all operations. BP encountered difficulties with elevated
cyanide and copper levels in processing plant effluent during its operating period and this may
have contributed to cessation of mining and milling in early 1991. The operation was
subsequently sold as part of a broader corporate re-positioning initiative that saw BP exit the

mining industry.

During the 1987-1991 BP mining period, detailed exploration focus was largely restricted to the
mine area and adjoining advanced argillic alteration zone (AAZ) areas to the southwest, with

particular attention paid to assessment of possible strike and dip extensions of the main deposit.

65 Queen St. * Dartmouth, NS B2Y 1G4 ¢ Ph.: (902) 463-1440 « Fax: (902) 463-1419
E-mail: info@mercatorgeo.com « Web: www.mercatorgeo.com



Hope Brook Technical Report 29 November 20", 2015

This included discovery and initial assessment of the 240 Zone, located approximately 1.2 km
southwest of the open pit. Discovery drill hole CW-240 returned an intercept grading 6.98 g/t Au
over 5.6 m, beginning at a depth of 561.8 m, and the 240 Zone was considered to have potential
for further extension. Earlier programs in the 1983 to 1987 period had addressed exploration
potential on the more regional holdings of the company as well as on those immediately adjacent
to the Hope Brook deposit along the mapped trend of the AAZ. Low grade (>0.10 g/t Au and <
0.50 g/t Au) drilling intercepts over widths ranging between a single 1.0 m sample and 10 m or
more were typically returned and this generally confirmed the gold-bearing character of the

AAZ. No substantial new discoveries other than the 240 Zone were recorded.

In late 1991, Royal Oak Mines Ltd. (Royal Oak) purchased the Hope Brook operation plus
associated exploration properties from BP and carried out underground mining at the site until
mid-1997, when operations ceased. Provincial government records and Royal Oak annual reports
document production of 447,431 ounces of gold by Royal Oak during the 1992-1997 period. The
company expanded exploration holdings in the area, carried out re-assessments of past
exploration programs in both the mine area and surrounding district, and completed follow-up
exploration on several promising areas not associated with the AAZ and the Hope Brook deposit
trend. While no substantial new discoveries were made during this period, bedrock gold
mineralization associated with structurally focused alteration zones, silicified zones and quartz
vein arrays related to evolution of the Bay d’Est Fault system were investigated and shown to be
of further exploration interest. The Old Mans Pond, Phillips Brook and Cross Gulch areas were
identified as being the most significant, with respect to gold potential external to the Hope Brook

trend.

In 1996, Royal Oak announced its intention to close mining operations in 1997 due to depletion
of reserves, and much of the onsite milling and mining equipment was removed during the
following year. In April, 1999 the company declared bankruptcy and through subsequent legal
proceedings remaining site and mineral title assets held by company were awarded to the

government of Newfoundland and Labrador. Royal Oak did not carry out site reclamation work.
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During the period 2002 through 2007 the provincial government carried out environmental
assessment and reclamation programs at the Hope Brook mine site. Programs included removal
of remaining infrastructure, disposal of associated waste, sealing of underground workings,
decommissioning of electrical transmission and substation facilities, modifications to tailings and
water control dams, placement of acid generating waste rock and heap leach residues in the
water-filled open pit, fencing of the open pit area and establishment of ongoing monitoring
programs with respect to both watershed environmental conditions and geotechnical conditions
of remaining dams and water control facilities. Reclamation was completed in 2007 and
scheduled site monitoring programs by provincial government agencies remained in place at the

report date. No mining activities have been carried out subsequent to those of Royal Oak.

No drilling-based exploration programs were completed on the HBGP through the period 1997
through 2007. However, in 2003 mine area exploration holdings were staked by related entities
R. Quinlan and Quest Inc. and a subsequent agreement between these interests and Benton
Resources Inc. (BRI) resulted in a large land position being assembled in 2008 by BRI. This
position is similar to the current HBGP holding. The company completed an airborne
magnetometer and electromagnetic survey of the entire property, compiled past drilling results,
carried out prospecting and completed an extensive bedrock sampling program. Sampling was
substantially focused in an area immediately northwest of the Hope Brook open pit where
alteration zone and silicified zone units occurring structurally below the mined Hope Brook
deposit had been exposed during removal of acid generating waste rock during the site
reclamation program. Programs of bedrock sampling were also carried out on known gold
occurrences in the Old Mans Pond and Cross Gulch areas as well as in other areas of interest. No

substantial new discoveries resulted from any of this work.

In January, 2010, BRI terminated its option to acquire the Hope Brook project and transferred all
of its associated exploration licences to R. Quinlan. As noted in report section 3.4, Coastal Gold
entered into an option to purchase agreement with the Quinlan interests in January, 2010 and on
November 1%, 2012 disclosed that it had exercised its option to purchase a 100% interest in the
Hope Brook property under terms of the Quinlan agreement. Since the start of exploration work

in 2010, Coastal Gold carried out programs of drill core physical properties investigation, ground
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geophysics, environmental screening, data compilation, data validation, core drilling, vibracore
tailings drilling, bedrock and tailings mineral resource estimation, metallurgical assessment and

general property evaluation. Summaries of these programs appear below in section 5.4.

5.3 Government Reporting, University Theses and Recent Academic Work

The history of major geological mapping projects carried out by government agencies was
summarized by Stewart (1992) who discussed evolution of associated nomenclature and
importance of relative age relationships between various mapped units. Results of regional scale
government mapping were reported by the Geological Survey of Canada for the La Poile — Cinq
Cerf Map area by Cooper (1954) and this was followed by 1: 50,000 scale interpretations for the
La Poile area by Chorlton (1978, 1980). O’ Brien and O’Brien (1990), O’Brien et al. (1991) and
Dubé et al. (1998) subsequently provided modified geological interpretations based on combined
results of detailed mapping and geochronological studies carried out between Grand Bruit and
Couteau Bay, with particular emphasis on the Hope Brook gold deposit and its associated
alteration zone. The entire HBGP area was covered by regional lake sediment geochemistry
surveys carried out in the 1970s by the provincial government and airborne magnetic,
electromagnetic, and radiometric survey coverage by government is available through the

NLDNR for the entire HBGP.

The first academic thesis focused specifically on the Hope Brook deposit was a B. Sc. project at
the University of Western Ontario (Kilbourne, 1985) that addressed alteration zone mineralogy
and provided first reporting of the mineral alunite within the main alteration zone. A M. Sc.
project at Dalhousie University (Yule, 1989) followed and was focused on emplacement, timing
and alteration of mafic dikes that occur within the Hope Brook alteration zone. A Ph.D. thesis
was subsequently completed at the University of Western Ontario (Stewart, 1992) and addressed
various aspects of deposit geology, mineralogy, alteration age, history and genetic association.
Several publications addressing specific aspects of area geology, geochronology, structural
geology and mineral deposit genesis were subsequently published and some of these are cited in

this report. These include reporting by Dr. Francois Dube on research carried out jointly by the
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GSC and provincial survey in the 1990’s (eg. Dube et al., 1996) and other work carried out

specifically by the provincial survey.

Between 2012 and 2014, Coastal Gold supported a comprehensive geochemical study of core
samples from the Hope Brook deposit. In collaboration with the Hope Brook geological team
and researchers at Memorial University, Western University conducted a study to investigate the
mineralization style, alteration characteristics, and implications for deposit size and potential at
Hope Brook. This study was based on over 270 samples selected from drill holes spaced across
the property, including drill holes well outside the historic mine workings area. Research
completed to date by the group includes mineral liberation analysis (MLA) conducted in the
Micro Analysis Facility (MAF-IIC) at Memorial University using a FEI Quanta 400 Scanning
Electron Microscope (SEM), and oxygen stable isotope analyses on a subset of more than 70
whole rock powders conducted in the Laboratory for Stable Isotope Science at Western

University.

5.4 Summary of Coastal Gold Exploration

From April, 2010 through December, 2014, Coastal Gold completed systematic gold exploration
programs, primarily focused in the area surrounding the past producing Hope Brook mine. Work

completed includes:

e A review and validation of historic BP and Royal Oak drilling data;

e A drill core physical properties study and a re-sampling of historic core program;

e Reprocessing of 2008 airborne survey results;

e Re-establishment of the mine survey control ground grid;

e An environmental screening study;

e A prospecting and sampling program,;

e A tailings sampling program;

e Titan-24 Induced Polarization (IP) surveying by Quantec Geoscience Ltd. (Quantec) plus
additional IP surveying by Coastal Gold staff;

e 39,320.4 m of diamond drilling in 139 diamond drill holes;
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e 155 m of vibracore drilling in 73 holes plus systematic bottom sampling to test tailings
deposits;

e Three NI 43-101mineral resource estimates for the Hope Brook gold deposit and one NI43-
101 mineral resource estimate for the Hope Brook tailings deposit were prepared by AGP
and Mercator during the 2012 through 2014 period;

e Additional mineral exploration lands in the Peter Snout prospect area, east of the main HBGP
property, were acquired through staking to cover an area of aluminous alteration defined by
historic work in that area;

e A comprehensive lithogeochemical study involving Coastal Gold staff plus researchers at
Memorial University and Western University geochemical study was carried out between
2012 and 2014;

e Scoping level test work was carried out at Tomra Sorting Solutions in Surrey, BC to evaluate
the potential of rejecting mill feed dilution material before the grinding area using sensor-
based sorting. Core samples of mineralized rock, as well as mafic dyke, hanging wall, and
footwall dilution, were submitted for qualitative evaluation using four industrially applied
sensors: optical, x-ray, near infrared (NIR), and magnetic;

e An initial assessment of underground mining potential based on higher grade zones within
the December, 2013 NI 43-101 compliant mineral resource model was carried out by AGP in
June of 2013;

e A NI 43-101 mineral resource estimate focused on underground mining potential was
prepared by Mercator in early 2015;

e Additional mineral exploration lands in the Cross Gulch area 6 km north of the Hope Brook
deposit were acquired through staking to cover an area of known alteration and low grade
bedrock gold mineralization along the Bay d’Est fault zone in that area;

e In house preparations for initiation of a Preliminary Economic Assessment (PEA) were

initiated but placed on hold in early 2014 due to financial constraints.

Descriptions of the work programs completed by Coastal Gold from April 2010 through
December, 2014 were disclosed in previous mineral resource estimate NI 43-101 technical
reports (Desautels et al., 2012a, b, 2013 and Cullen, 2015) and the reader is directed to those

sources for specific program results. The initial assessment of underground mining potential

65 Queen St. * Dartmouth, NS B2Y 1G4 ¢ Ph.: (902) 463-1440 « Fax: (902) 463-1419
E-mail: info@mercatorgeo.com « Web: www.mercatorgeo.com



Hope Brook Technical Report 34 November 20", 2015

noted in section 5.3 was previously presented in the Cullen (2015) NI 43-101 resource estimate

technical report and is summarized below due to its relevance to the current resource estimate.

5.5 Initial Review of High Grade Mining Potential by Coastal Gold

On June 3", 2014 Coastal Gold disclosed by press release that after a detailed review of
engineering options, the company had decided to focus on potential development of higher grade
gold mineralization defined within the then-current December 4", 2013 mineral resource
estimate described in the associated Desautels et al. (2014) NI 43-101 technical report. This
approach incorporated use of the existing ramp that extends to a depth of 350 m below surface,
which was envisioned as providing ready access for potential development of underground
mineral resources. The high grade material that formed the focus of underground mining
assessment was defined within the December 4™, 2013 mineral resource estimate block model by
a 3 g/t Au cut-off value below a US$900/0z constraining shell for potential open pit material.
The pit shell defines a cut-off grade equal to 0.7 g/t Au. Using these definition criteria, Coastal
Gold determined that:

e High grade mineralized material available for potential underground development that
occurs in indicated category blocks of the December 4™, 2013 resource block model
totals 2,284,000 tonnes grading 4.43 g/t Au and containing 326,000 ounces gold.

e High grade mineralized material available for potential open pit development that occurs
in indicated category blocks of the December 4, 2013 resource block model was
identified as totaling 8,682,000 tonnes grading 2.69 g/t Au containing 751,000 ounces
gold in the indicated category.

e Overall high grade mineralized material that occurs in inferred category blocks of the
December 4, 2013 resource block model totals 812,000 tonnes grading 4.06 g/t Au
containing 106,000 ounces gold.

Coastal Gold’s conceptual production approach for high grade mineralization incorporated
promising results from recent pre-sorting test work which indicated good potential for rejection
of the majority of the primarily barren mafic dyke material associated with mineralized zone

material, prior to conventional milling.
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5.6 Mineral Resource Estimates — February, 2012 to January, 2015

Four NI 43-101 compliant mineral resource estimates for the Hope Brook deposit have been
reported to date. The first three were prepared for Coastal Gold by AGP and Mercator. The first
estimate had an effective date of February 14", 2012, was described by Desautels et al. (2012a),
and was based on validated results of historic drilling programs plus validated results of Coastal
Gold drilling programs completed between 2010 and the end of 2011. The second estimate had
an effective date of October 1st, 2012, was described by Desautels et al. (2012b) and was based
on validated results of historic drilling programs plus validated results of Coastal Gold drilling
programs completed between 2010 and the end of July, 2012. The third estimate had an effective
date of December 4th, 2013, was described by Desautels et al. (2014), and was based on validated
results of historic drilling programs plus validated results of Coastal Gold drilling programs
completed between 2010 and the end of August, 2013. This estimate also included an initial
estimate of tailings deposit mineral resources. The fourth estimate was prepared by Mercator and
had an effective date of January 12", 2015. It was based on all validated drilling results available
to that date. No new core drilling results were included in this estimate, but upgrading of various
modeling parameters and elimination of assessment of open pit mining opportunities distinguish

this resource model from those previously disclosed.

Results of all four programs are discussed in report chapter 13 below. All previous bedrock
mineral resource estimates prepared for Coastal Gold are superseded by the current mineral
resource estimate. The earlier estimates should no longer be relied upon. The 2013 tailings
deposit estimate has not yet been updated by First Mining and therefore is not considered

current.
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6.0 GEOLOGICAL SETTING AND MINERALIZATION

6.1 Geological Setting

6.1.1 Tectonic Framework Summary

The HBGP property occurs within a tectonically complex zone that has been interpreted by some
to occur within the Avalon Zone of the Appalachian Orogen (or a related Avalon Composite
Terrane), near its generally east-west trending tectonic contact with adjacent rocks of the
Dunnage Zone (Figure 6.1) However, earlier interpretations assigned this area to the Gander
Zone. As discussed by O Brien et al. (1998), the Avalon Zone represents a late Neo-Proterozoic
(760-540 Ma) assemblage of active plate margin sequences that accumulated prior to
development and closure of the Lower Paleozoic lapetan Oceanic system. Sequences of
Avalonian affinity occur throughout much of the Appalachian Orogen, and extend from the
Avalon Peninsula and southwest coast areas of Newfoundland, through Nova Scotia, New
Brunswick and northern New England. From that point southward, more discontinuously
distributed outcropping segments occur as far as northern Georgia and subsurface extensions are
interpreted to be present in Florida. Onshore exposures of confirmed Avalon Zone affinity are
limited in comparison with its interpreted width of at least 600 km in the eastern offshore area of

Newfoundland and Labrador.
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O’ Brien et al. (1998) summarized geological aspects of the Avalon Zone, particularly in context
of magmatic history represented in the Newfoundland, and described four major tectono-
stratigraphic events, these being ca. 760 Ma, ca. 680-670 Ma, 640-600 Ma and 595-560 Ma.
Most significant of these from the perspective of magmatic activity is the 640-560 Ma period
when substantial volumes of volcanic and plutonic rocks evolved under back-arc or continental
arc settings, sometimes in broad association with terrestrial or marine siliciclastic sequences.
These are related in time with development of auriferous, high level hydrothermal alteration
systems along the entire length of the Avalon Zone and the Hope Brook gold deposit may be an

example of this metallogenic association.

While various plate tectonic models for the Avalonian system have been invoked, an evolving
oceanic arc to back arc setting is favoured by O’Brien et al. (1998) after consideration of earlier
work such as that presented by Nance and Thompson (1996). Similarity is also noted between

Avalon successions and those present in current Pacific Rim settings.

6.1.2 Regional Geology

6.1.2.1 Geological Units of Regional Extent

Geological mapping in the HBGP area of southwest Newfoundland includes early work by the
Geological Survey of Canada (Cooper, 1954) followed by 1:50,000 scale map sheet work by the
Newfoundland government as presented by Chorlton (1978, 1980). Subsequent to discovery of
the Hope Brook deposit, more detailed investigations of geology in the area between La Poile
Bay in the west and Couteau Bay in the east were carried out by O’Brien (1988, 1989), with
related discussions of metallogenic and structural evolution following (e.g. O’Brien et al., 1998).
Stewart (1992) also contributed to regional geological understanding in addition to deposit scale
issues. A detailed geological compilation that covers all of the HBGP area was prepared by
O’Brien et al. (1991) and a modified version appears in Figure 6.2. The Hope Brook gold deposit
is identified in this figure and occurs within a northeast striking zone of advanced argillic
alteration (AAZ of this report) hosted predominantly by the late Proterozoic Whittle Hill

Sandstone unit of the interpreted Avalonian sequence.

65 Queen St. * Dartmouth, NS B2Y 1G4 ¢ Ph.: (902) 463-1440 « Fax: (902) 463-1419
E-mail: info@mercatorgeo.com « Web: www.mercatorgeo.com



WO 09FI0JBOIOUWL MMM (GIAN « WOD 033I0JBIIIWD)OJUI :[IBW-F
6171-€9% (206) X84 « 0¥F1-€9% (206) 'Ud » ¥DT ATH SN “Inounie( « 1S uddNY g9

waisereis OO IIDUU 610z Arenigad :a)eq

VIV dO8H 3HL 40
dVIN 1vII9071039

Z'9 aInbi4

EENENTIN]
C N - BE—  E— |
0L g 0

Hned js3p Aeg = = = =

peay wajsap, [N
ayuers 80D i [0
puod shneg

2)Ng ANSNIU| NOY
010Z0Y3L0¥d 31V

apuei puiwouyo
NYINOAZJ
sung anisniu osfing [

NYIdNTIS
$H00Y oluoinid

‘9SEQE)EP JUSWLISAOT) JOPEIGET § PUBpPUNOMaN WOl usye) ABojoag
ssieug ped buy
#n) puod payl [
aucispueg IiH apuum 1
J10Z0Y310¥d 31v1
SUUBLI-UOU DIS|3} IUEIOA - AWIOAYY %00Jg sdiliud [
QULBWI-UOU IS8} 9|UBIIOA - YNL INOGIEH AOgAING [
SUUBW-UOU DIUEDIOA = 1US) H00.8 PUOd ISemUboN [~ ]
SULBL-UOU D15|9) JIUBDION - YN pUod (INS) JIng puels ]
8jeJawojBucD suew-uou 2)sejIa)s - @jesawoibucy yooig pao buin [N
BULBW-UOU 31S|8) DIUedjoA - 3NoAyy |iH xog Jsuuig [
dnosg ajiod e
NYIMNTIS
saouanbag paynens

% %73
*S81IEPUNOQ 80Ud01| |BUlB)UI Jo} Z'§ ainbi4 88g
‘Hsodaq yooug 2doH 1O 1SBayLOoU SaJ1aWOo|Y GZ~ Paledo)
s| (Apadoid nous 18jed) NEELLZ0 @9uL01T :BJON

[

S10T ",,0T 1PquAON

6¢

110day [edTUyd9 ], Sjoorg odoy



Hope Brook Technical Report 40 November 20th, 2015

The figure also provides spatial registration for the main late Proterozoic to Devonian bedrock

units mapped in the area.

Late Proterozoic bedrock sequences in Figure 6.2 occur south of the Bay d’Est Fault and Bay du
Nord Group metasedimentary rocks of the Dunnage Zone are located north of the fault. Chorlton
(1978) interpreted all volcano-sedimentary sequences south of the Bay d’Est Fault to be part of
the Silurian La Poile Group, but results of subsequent mapping and geochronological studies
showed this to be incorrect (eg. O’Brien et al.,, 1991). Sequences of deformed volcano-
sedimentary rocks, amphibolite facies gneisses and variably foliated igneous intrusions southeast
of Cing Cerf Brook are now interpreted as constituting an older basement complex to Silurian La

Poile Group rocks in the area.

Foliated, greenschist facies sedimentary and volcanic sequences of the Whittle Hill Sandstone
and Third Pond Tuff units, respectively, are the youngest Pre-Silurian basement sequence rocks
defined to date in the HBGP area and pre-date, along with quartzo-feldspathic gneisses of the
Cinq Cerf Gneiss complex, emplacement of the Roti Intrusive Suite (578+10 Ma to 563+4 Ma
(Dunning and O’Brien, 1989), which is the oldest dated intrusive complex in the area. These
sequences were also intruded by the Wild Cove Granite (499+3-2 Ma) and younger Ernie Pond
Gabbro (495+2 Ma) prior to accumulation of Silurian La Poile Group rocks and emplacement of

later Silurian and Devonian intrusions.

6.1.2.2 Igneous Intrusions

All pre-Silurian rocks were intruded by the multi-phase, calc-alkaline Roti Intrusive Suite that
Dunning and O’Brien (1989) describe as having granodiorite, tonalite and quartz feldspar
porphyry intrusive phases. Granodiorite of the suite was dated at 57810 Ma and the Betty’s
Pond Tonalite at 563+4 Ma (O’Brien et al. 1991, Stewart, 1992). Silurian intrusions also occur in
the HBGP area, and include the Wild Cove Granite (499+3-2 Ma), the Western Head Granite
(429+2 Ma), Ernie Pond Gabbro (495+2) and Otter Point Granite (419+2 Ma), all of which show

at least local evidence of syn-tectonic emplacement.
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The youngest Silurian intrusive phases were in part preferentially emplaced along discrete
ductile deformation zones such as the Grand Bruit, Cinq Cerf and Bay d’Est Faults, and predated
emplacement of the generally undeformed Devonian Chetwynd Granite. The latter constitutes a
large, post-orogenic intrusion that occurs northeast of the Hope Brook deposit and crosscuts both
Proterozoic and Silurian successions as well as ductile deformation fabrics associated with the
Cinq Cerf Fault (O’Brien et al., 1991; Stewart, 1992). This intrusion is important to assessment
of exploration potential of the HBGP, since it at least locally intruded and thermally
metamorphosed rocks of the northeast striking Cinq Cerf Fault, the Hope Brook AAZ and gold-
bearing zones that constitute the Hope Brook deposit (Yule et al., 1990, Stewart, 1992). Relative
age relationships between various igneous emplacement phases pertinent to the HBGP area are

graphically summarized in Figure 6.3.

6.1.2.3 Regional Deformation and Metamorphism

Bedrock units within the HBGP record a multi-phase deformation history beginning with
development of amphibolite facies mineral assemblages in paragneisses and intermediate to
felsic orthogniesses of the Cinq Cerf Gneiss complex. While not extensively exposed or studied,
these rocks are considered to reflect pre-Late Proterozoic evolution of basement sequences upon
which younger cover sequences were deposited and subsequently deformed. Dubé et al. (1998)
note that late Proterozoic cover rocks of the Third Pond Tuff and Whittle Hill Sandstone units
were affected by folding not seen in Silurian La Poile Group sequences and attributed related
northeast trending folds and weak foliation to have developed prior to emplacement of the Wild
Cove Granite and Ernie Pond Gabbro mentioned previously. This deformation appears to be
correlative in time with development of the Grand Bruit Fault zone that substantially modified
the originally unconformable contact between basement rocks of the Cinq Cerf Gneiss and

subsequent Proterozoic cover rocks of the Third Pond Tuff and Whittle Hill Sandstone units.
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Mid-Silurian rifting resulted in accumulation of felsic and mafic volcanic, epiclastic and clastic
sedimentary sequences of the La Poile Group. Closure of associated basins and structural
telescoping of these sequences with late Proterozoic stratified sequences and intrusions are
interpreted to have occurred during late Silurian tectonism. This produced northeast trending,
locally tight folds within the telescoped sequences, as well as regionally important zones of
ductile shear. The Grand Bruit Fault was probably re-activated at this time and the important
Cing Cerf Fault that separates La Poile Group sequences from earlier-deformed late Proterozoic
cover sequences was developed. The Cinq Cerf Fault is marked by highly strained and locally
mylonitized volcanic, sedimentary and intrusive rocks that occur immediately north of the main
Hope Brook AAZ, strike northeast, and dip southeast at moderate to steep angles. Alteration
zone lithologies are affected by the ductile high strain fabrics. Both O’Brien et al. (1991) and
Dubé et al. (1998) interpreted the Cinq Cerf Fault to be a regionally significant thrust that

developed during basin closure orogenic activity.

At the regional scale, the Cinq Cerf Fault is one of several east to northeast trending high strain
zones that cut La Poile Group and older sequences and then merge with the Bay d’Est Fault
zone. Some poorly defined northeast shears of this association may be related to gold - bearing
veins and alteration zones within the La Poile Group such as those at Old Mans Pond and
Phillips Brook. Additional consideration of deposit scale structural elements appears in report

section 8.

6.2 Mineralization
6.2.1 Introduction

The Hope Brook gold deposit and associated AAZ are of primary importance with respect to the
HBGP. However, several other bedrock gold occurrences are present within the HBGP that
differ from Hope Brook. The most prominent examples of such were noted previously as being
those in the Old Mans Pond, Phillips Brook and Cross Gulch areas (Figure 6.4). Each of these
areas has been investigated through historic exploration programs that typically included

geological, geophysical and geochemical surveys, surface trenching and limited amounts of
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core drilling. Drilling has locally confirmed subsurface gold-bearing intervals in each area but

mineralized zones of economically significant proportions have not been defined to date.

For completeness of HBGP exploration potential assessment, styles of gold mineralization seen
at both the Hope Brook deposit and the above-named occurrences are described below.

However, the Hope Brook style of mineralization is considered to be most important.

6.2.2 Hope Brook Deposit
6.2.2.1 Introduction

As summarized earlier, the Hope Brook gold deposit is a large, disseminated gold - chalcopyrite-
pyrite deposit hosted by highly altered sedimentary and volcano-sedimentary rocks of the late
Proterozoic Whittle Hill Sandstone and Third Pond Tuff successions, similarly altered felsic
porphyry dikes and sills related to the Roti Intrusive Suite and variably altered later mafic dikes
and sills. Zones hosting gold mineralization of economic interest typically bear evidence of
intense silicification and occur within the AAZ, a broad envelope of advanced argillic alteration
that can be traced for up to 8 km southwest of the deposit. The Devonian Chetwynd Granite
appears to truncate the alteration zone and associated gold-copper mineralization at its northeast
limit. Intensity of the advanced argillic alteration and impact of superimposed ductile
deformation along the Cinq Cerf Fault have obscured original rock fabrics in many areas of the
deposit, but sufficient information exists to provide a picture of mineralization history, timing
and character. These aspects of the deposit are presented below in summa